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USSR and its Satellites = JCS"

1. The following comments represent a "first reaction" to the
suggested outline of the project on "Economic Capebilities for War -
of the USSR and its Satellites" attached to memorandum of 15
November 1951,

2. The approach to economic potential eppears to be the i
customary one, i.e., an inventory of availeble resources of labor,
raw materials, and instruments of production, end the allocation
of production to militery and civilian use. These estimetes of
resources end productive capacity, obviously, are basic and necessary
in any study of economic potential for both hot and cold war condi-
tions. However, a mere inventory of resources is not sufficient as
pointed out in the various memorands setting up the need for and the
functions of the Economic Intelligence Committee (see The Role of
ORR in Economic Intelligence, 1 Aug, '51), Consequently, it would
eppear that the suggested project outline is wesk in that the
"levels of production and of availabilities" are accepted as a
measure of "production capsbilities" (see Scope of Problem, p. 1).

3. Evidence to the contrary where levels of production were
not & messure of production cepebilities can be found in the experi-
ence of Germeny in World War II. For exemple, it was generally
believed that Germeny was mobilized for war at the time of her
attack on France in the spring of 1941, Yet the outstanding feature
of the German war effort was the surprisingly low output of aymements
during the first three years of the war., The index of total produc-
tion for the Year 1942 was about 50 percent asbove the 1941 level,
end by July 1944, when the peek of production occurred, the index
had risen to 322 (Jan-Feb 1942 = 100). This astounding increase was

acgomp 1shed in spite of the constant loss of productive facilities
boooua"vlg—otnnied bombing techniques.

acquisition of new territory, but the chief cause must be ascribed
to the new organizetional structure effected by Albert Speer who
succeeded Todt as Minister of Armement Production in Februery 1942,
Speer reorgenized the Ministry end established his system of "Rings"
end "Committees." It is my belief thet in the Soviet Union one of
the most important factors in an appraisal of pProduction capabilities
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is also the factor of management. ﬁzivels of produotionjﬁay be
quite as misleadingyas they proved to be in the case of Germany.
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5. It would seem, therefore, that orgenization or what may
be termed the mensgement of an economy is sn important fector in
atteining meximum production from existing facilities. Actual
production levels at any period are not necessarily an accurate
indication of production capebilities. And it is in this aree, I
believe, that S/b cen meke & contribution to the proposed project.
Since organization is not one of the eleven categories listed in
Annex I, it would appear advissble to include this factor under
the "all other" category listed on page 8 of the outline of the
projecte.
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